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Municipal utilities can use energy audits to identify the energy 
efficiency measures that are most effective for themselves and their
customers.

 

Energy efficiency is a winning propo-
sition for both municipal utilities and
their customers. For utilities, promot-
ing efficiency can be less expensive
than building power plants. And for
business and industry, using energy
more efficiently can lower costs and
increase profits. 

But before you spend money on mate-
rials and equipment, it is important to
identify the energy efficiency strate-
gies that are most cost effective in a
specific situation. An energy audit is
a way to gather this information. 

Some utilities offer free audits to their
industrial and commercial customers,
along with rebates, financing, and
other incentives to encourage energy
efficiency.

Big Savings for a Small Town 
in Iowa

In Osage, Iowa, for example, the local
utility offers free industrial/commer-
cial audits to local businesses. Osage
is a town of about 3500 people
located in north-central Iowa. The
local municipal utility began a resi-
dential energy efficiency program 
in 1974 and added a commercial 
and industrial energy efficiency pro-
gram in 1988. The savings has been 
substantial.

According to Wes Birdsall, former
General Manager of Osage Municipal
Utilities (OMU), when both the resi-
dential and commercial programs are
included, “The Osage project, after 
20 years, is saving the city more than
$1 million per year. The total cost for
the 20-year life of the project has been
only $350,000! Any community can
realize similar savings,” he adds, “but
they won’t come without work.” 
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Large or small, any business can

benefit from an energy audit. This

owner of a New York Life Insurance

office in Osage, Iowa, reduced his

utility bills by 66% after making

improvements recommended by 

an audit.



OMU kept the cost of the program
this low by distributing materials—
such as flow restrictors, switch and
wall socket covers, and insulating
blankets for water heaters—free to
customers. The customers then
installed these items themselves. Low
labor cost was a major reason for the
low program cost.

During 1988 and 1989, the Osage util-
ity provided free “walk-through”
audits by professional engineers to 
all industrial customers and free 
follow-up “in-depth” audits when the
initial audit identified energy-saving
opportunities. The in-depth audits
provided managers with estimated
costs of the proposed improvements,
estimated savings, and simple pay-
backs—the amount of time necessary
to pay for the cost of the improve-
ments in energy savings. The utility
also offered to review any plans for
plant or process remodeling through
its engineering consulting firm, and
provided free design recommenda-
tions to improve energy efficiency.
OMU has conducted walk-through
audits on all the industrial customers
and most of the commercial busi-
nesses in Osage.

For example, one business that took
advantage of the free energy audits
was A to Z Drying, an agricultural
product drying business. A to Z
implemented all the measures sug-
gested in the audit that had a pay-
back of 2 years or less. The energy
efficiency improvements are now
saving the company about $8,243
every year.

The audit program has kept rates low
because the utility has not had to
build new power plants to meet new
demand. The low rates have, in turn,
attracted industry to the town. One
local business, Tops Business Forms,
located its facility in Osage in 1984.
Darwin Thompson, Plant Manager 
at Tops, explains, “Our parent com-
pany, Wallace Computer Service, 
had been dealing with the city for 

14 years and already owned the 
property. They were drawn to Osage
in part because of the low utility
rates.” When Tops built the new plant,
they incorporated several energy effi-
ciency technologies, including effi-
cient heating and cooling systems,
energy-efficient lighting, and com-
puterized thermostat controls.

As a plant manager, Thompson appre-
ciates the utility’s willingness to help
businesses optimize energy efficiency
on an ongoing basis. He says, “Every
year we sit down with OMU to review
and update the energy efficiency of
the plant in light of new technology.”
These industrial visits are a way to
monitor ongoing needs, according to
Dennis Fannin, general manager of
the utility. “If we find needs, then we
address them,” Fannin says.

Storefront businesses in Osage also
benefited from the free energy audits.
A local accounting firm reduced its
utility bills by 75%, and a New York
Life Insurance office reduced its bills
66% by implementing energy effi-
ciency improvements identified in the
audits provided by OMU.

The Osage Formula for Success 

One ingredient that successful energy
efficiency programs have in common
is one or more committed individuals
who are willing to spread the word
about the benefits of saving energy. In
Osage, the “energy” behind the energy
efficiency program was Birdsall. 

The utility has reaped considerable
benefits from its energy efficiency
programs. In 1972, OMU was about
$1 million in the red. By 1992, when
Birdsall retired, OMU was more than
$4 million in the black, much of
which is now being used to upgrade
the electric distribution and genera-
tion. This is because of the growth
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“The Osage project, after

20 years, is saving the

city more than $1 mil-

lion per year. The total

cost for the 20-year life

of the project has been

only $350,000! Any

community can realize

similar savings.”

—Wes Birdsall
Osage, Iowa



economic activity, whereas that same
dollar generates only $1.48 if spent on
a natural gas bill. When the same
dollar is spent on energy efficiency,
it generates $2.24.

Saving with SMUD

Another municipal utility, the Sacra-
mento Municipal Utility District
(SMUD) in Sacramento, California,
also offers free energy audits to its
industrial and commercial customers
along with financial incentives to
encourage energy efficiency. Accord-
ing to Glenn Watanabe, with Com-
mercial Energy Services at SMUD,
“Based on information gathered in
the audit, SMUD offers cash rebates
of as much as 35% of the cost of an
energy efficiency retrofit completed
in 1995. Rebates will be lower in
1996.” Improvements that may be eli-
gible for the SMUD rebates include
lighting; heating, ventilating, and air
conditioning; energy-efficient motors;
industrial processes; and selected
energy improvements to the outer
shells of buildings. 

Under the current program, SMUD’s
rebates are customized for each tech-
nology application, but the utility
does use broad eligibility criteria to
ensure that the retrofit is in the best
interest of all ratepayers. These crite-
ria include

• Whether the property is owned or
leased

• How many hours the facility oper-
ates each year

• Project cost
• Life of the installed equipment
• Hours of use during the 1:00 p.m.

to 9:00 p.m. summer peak period
• Value of the saved kilowatts and

kilowatt-hours to SMUD
• The costs of the retrofit project

compared with the avoided costs 
of building a gas-fired generating
plant.
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and expansion of local companies
such as business products and textile
manufacturing.

Birdsall believes that the most impor-
tant factor in the success of the Osage
utility’s energy efficiency programs is
customer service. The key service
consists of energy audits. Through
the audits, the utility meets the needs
of its customers by providing appro-
priate information. OMU offers ser-
vices to help customers save energy,
but depends on the consumers to
decide which measures are most
appropriate for their particular 
circumstances.

The benefits of the OMU program go
far beyond saving energy, however.
According to Birdsall, “The Osage
program is, without question, an 
economic development program,
because the money saved remains in
the city and state for other uses.” 

This phenomenon isn’t unique to
Osage. Research conducted by econo-
mist Skip Laitner of Economic
Research Associates (see 

 

For More
Information) indicates that $1.00 spent
in a community can generate $2.06 in

After an energy audit at the Bel Air

Market in Carmichael, California,

the company installed energy-

efficient lighting and implemented

other measures identified by the

auditors. The result is a savings of 

$21,260 a year.
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The Sacramento 

Municipal Utility 

District (SMUD) in

Sacramento, California,

offers free energy audits

to its industrial and

commercial customers

along with financial

incentives to encourage

energy efficiency. 



Printed with a renewable-source ink on paper containing at
least 50% wastepaper, including 20% postconsumer waste

This document was produced for the U.S.
Department of Energy (DOE) by the 
National Renewable Energy Laboratory, a
DOE national laboratory. The document 
was produced by the Technical Information 
Program, under the DOE Office of Energy
Efficiency and Renewable Energy.

DOE/GO-10095-211
DE95013110
December 1995

  

T OF ENER
G
YD

E
PA

RTMEN

U

E

N
IT

E
D

STAT S OFA
E
R

IC
A

M

T OF ENER
GYD

E
PA

RT
MEN

U

E

N
IT

ED

STAT S OF A

ER
IC

A

M

4

For More Information
Dennis Fannin
Osage Municipal Utilities
P.O. Box 207
Osage, IA 50461
(515) 732-3731
Mr. Fannin is the current General Manager of
Osage Municipal Utilities.

Wes Birdsall
RR2, Box 195
Osage, IA 50461
(515) 732-4435
Mr. Birdsall is responsible for instituting the
residential and commercial energy efficiency
programs at Osage Municipal Utilities.

Clifton Lewis
Sacramento Municipal Utility District

Commercial/Industrial Retrofit 
Services

6507 4th Avenue, Suite 500
Sacramento, CA 95817
(916) 732-6619

Skip Laitner
Economic Research Associates
1205 Collingwood Road, Suite 100
Alexandria, VA 22308-1729
(703) 780-6407
EconSkp@aol.com.
Mr. Laitner can provide more information
about economic multipliers.

Industrial Assessment Center
Office of Industrial Productivity and 

Energy Assessment
Rutgers University
P.O. Box 1179
Piscataway, NJ 08854
(908) 445-3655

Energy Efficiency and Renewable 
Energy Clearinghouse

P.O. Box 3048
Merrifield, VA 22116
(800) 363-3732
EREC, funded by the U.S. Department of
Energy, provides information on renewable
energy and energy efficiency technologies.

In general, customers earn a rebate on
the upper end of the range if they
own their facility (or have a long
lease), if they operate equipment for
most of the day (including the peak
hours of 1:00 p.m. to 9:00 p.m.), and if
they submit a modestly priced retrofit
proposal. 

Customers may also qualify for 8.5%
financing from SMUD. Any measure
that SMUD determines to be cost
effective and eligible for a rebate will
also be eligible for financing. In some
cases, combining the rebates and the
loan results in no initial costs for 
the customer. SMUD offers lease-
purchases to public schools and agen-
cies at the same 8.5% rate.

SMUD also provides assistance to its
customers who participate in the
energy efficiency program by main-
taining a list of qualified contractors,
and even assists customers in secur-
ing bids. Watanabe attributes the suc-
cess of the program in part to the
utility’s relationship with local con-
tractors. He says, “Members of the
contracting community are our
allies—it’s like having 10 times our
staff working to attract attention to
the program. Contractors bring us
50% of our customers.”

The energy efficiency projects gener-
ated by the audits can be very attrac-
tive to participating customers. Many
of these projects have simple pay-
backs of less than 2 years when the
utility rebate is included in the calcu-
lation. For example, after an energy
audit at the Bel Air Market in
Carmichael, California, the company
implemented the measures the audi-
tors identified. The result is a savings
of $21,260 a year on a project that cost
only $38,901 after the utility rebate (of
$24,037), for a payback of 1.8 years.
The project included replacing exist-
ing lighting with energy-efficient
lighting, installing an energy man-
agement system and occupancy sen-
sors for controlling lighting, and

installing variable-speed drives on 
2- to 5-horsepower motors used on
air-handling equipment.

In another impressive retrofit project,
SMUD audited the Raley’s/Bel Air
Distribution Center and suggested
improvements totaling $194,533. As a
result of the upgrades, the company
saves $67,490 annually, for a payback
of 2.0 years when the utility rebate of
$58,114 is included in the analysis.

Free Resource for Conserving
Energy and Profits

One resource that cities and counties
can use to work with their local busi-
nesses is the Industrial Assessment
Center (IAC) program sponsored by
the U.S. Department of Energy.
Trained auditors from a regional IAC
will analyze, for free, industrial plants’
energy consumption, waste genera-
tion, and manufacturing operations,
and recommend ways to run plants
more efficiently. IACs are located
nationwide. If you’re interested in
working with your community’s local
industries to cut energy costs and
improve productivity, see For More
Information for contact details.

The Bottom Line

Energy efficiency programs are an
important way that utilities save
money and improve service to their
customers. Energy audits, a key part
of these programs, reveal opportuni-
ties to use energy more efficiently.
When local businesses participate,
both they and the utility save money,
and the money stays in the local
economy. Doing business with busi-
ness is an attractive economic oppor-
tunity for the utility, its customers,
and their community.  
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